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AWARD OF NONCOMPETITIVE NEGOTIATED CONTRACT 
BY THE NAVY DEPARTMENT TO BUILD DESTROYERS AT 
BETHLEHEM YARD, QUINCY, MASS. (FEBRUARY 1954) 


This contract was negotiated under the authority of the Armed 
Services Procurement Act of 1947 (Public Law 413, 80th Cong 

The act contains two grants of authority. Section 2 (ec) (1) au- 

horizes a negotiated noncompetitive award “during the period of a 
national emergency declared by the President or by Congress.”’ 
The President declared such an emergency on December 16, 1950, and 
that declaration has not been revoked. 

The Comptroller concurred in the use of negotiated contracts in a 
ruling dated January 14, 1952 (B-107236). 

On December 18, 1950, the Secretary of Defense directed that 
section 2 (e) (1) “should generally be used as the authority to nego- 
tiate rather than other applicable exceptions contained in section 2 (¢ 
of the Act.” 

Under section 2 (c) (1) of this directive the Secretary of the Navy 
negotiated and awarded to the Bethlehem Shipyard at Quine; y, Mass., 
a contract to build three new destroyers for the Navy for $53,022,000 

Prior to the negotiations, the Navy Department had obtained bid 
proposals from the Bath Shipyard in Maine in the sum of $46,476,960; 
Newport News Shipyard in Virginia, $50,400,000; and from New 
York Shipbuilding Co. in New Jersey in the sum of $57,701,170 
The negotiated award was, therefore, $6,546,000 in excess of the low 
bid 

On the announcement of this award, a great deal of public concern 
was expressed and a great deal of confusion seemed to exist as to the 
basis for this decision. Because of these doubts and the expressed 
concern of so many people, the subcommittee called a public hearing 
The Secretary of the Navy and the Chief of the Bureau of Ships 
and their aides appeared and presented the reasons which had 
prompted their actions. 

The testimony with graphs and pertinent data showing the condi- 
tion of the private shipyard industry on the east coast is in a printed 
record of the hearing published by the subcommittee. The condition 
disclosed by this testimony, the statistics and graphs, is, we feel, 
worthy of thoughtful study for all concerned with national defense 
and the support of an industry without which we would be in a perilous 
position in any time of emergency. 

In keeping with his statutory authority, the Secretary of the Navy 
exercised his judgment on the facts before him and in the cireum- 
stances in which he was required to act. We are convinced of the 
fairness with which this decision was made 

The subcommittee desires to commend the Secretary of the Navy 
for his statement with respect to the legal authority which he invoked 
The Secretary has very frankly stated that his action could be founded 
upon the authority contained in section 2 (c) (16) which authorizes 
negotiated purchases when 
the agency head determines that it is in the interest of the national defense that 
any plant, mine, or facility or any producer, manufacturer, or other supplier be 
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difference between the two sections is that under section 

16) the Department is required to furnish serniannual reports 

ie Congress, but under section 2 (¢ 1), no such reports are 
requl red 

Congress has never withheld authority from the departu ents 
concerned with national defense in periods of any emergency. Neither 
has Congress attempted to stultify a department in the performance 
of duties required in the national interest either within or without 
emergencies 

This subcommittee feels, however, that Congress has the right to 
expect that the grants of authority will be taken in the spirit in which 
they are granted Section 2 (¢ 16), as the Secretary of the Navy 
has pointed out, is entirely adequate for the circumstances in which 
he was required to act. In fact, it seems to us that section 2 (c) (16) 
is almost a specific directive in the precise conditions prevailing at the 
time this negotiated award was entered into. 

Waiving of the necessity for reporting was intended by Congress to 
relieve the Departments of a burden in periods of extreme activiLy ; 
but it was not intended to be sought at times when, as here, the 
Department could make its reports as Congress has directed. 

_ Reapers between the military departments and Congress can 

‘ better maintained if closer relationship is maintained. There are 
not so many contracts being negotiated by the Navy Department (as 
certainly appears from the condition of the shipyard industry in the 
testimony) that it would burden the Navy to use section 2 (c) (16) 
We hope the Secretary will rectify this situation. 

The Secretary of the Navy has, with commendable frankness and 
on an informed, intelligent, and rational basis, made the decision in 
this matter in accordance with the law and the facts. We are in 
entire accord. We commend the Secretary upon the basis of the 
testimony and the data presented at this hearing. 

Approved, June 24, 1954: 

WinuiaM E. Hess, Chairman, 
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